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Analysis Restructuring of progress

Case : Thai Petrochemical Industry Co.,Ltd (public)
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Abstract

Title . Analysis Restructuring of progress Case : Thai Petrochemical Industry
Co.,Ltd (public)

Student :  Thawatchai Thangtham

Level of Study : Master of Business Administration

Major . Business Administration

Advisor : Associate Professor Amornsri Tanpipat

The Asian economic crisis in 1996/1997 created havoc to Thailand's economic
system. The government consequently changed the foreign exchange rate system and
adopted a managed-float exchange rate regime. This provided some stability to
businesses and both the public and private sectors slowly began to return to health.

TPI group is one company that had been greatly affected by the economic
crisis. With the Thai baht plunging in strength, TPI started to have problems repaying
foreign currency denominated debts. At the same time, businesses were greatly
impacted by slow down due to total loss of corporate and consumer confidences.

On not receiving their regular repayments on its laans, goods and services
provided over a period of time, TPl creditors decided to sue through The Central
Bankruptcy Court. This resulted in TPl entering into the Corporate Reorganization
Process with the court appointing Effective Planner Ltd. as Plan Administrator and
followed by the resolution of the committee of corporate reorganization.

Without much success by Effective Planners, on 21 April 2003, The Central
Bankruptcy Court ordered their removal as plan administrator and appointed the
Ministry of Financial as the new planner.

The objective of this study is to understand the principles of Corporate
Reorganization Process, the performance of its activities, to analyze the results of the
reorganization by looking at their financial statements during 2000 - 2002 and to

measure their performances by using financial ratios. The study also included analyses



using secondary data from other sources, such as Thai Petrochemical Industry Co., Ltd
(public), The Central Bankruptcy Court, Bank of Thailand, The Stock Exchange of
Thailand and other journals that reported on TPI.

This study concluded that TPI's reorganization by Effective Planners relied on
the following: reducing debts through sale of non-core assets, accrual on interest
expenses to 75% of capital and aggressively filling production capacities with the
objective of improving EBITDA (earnings before interest, taxes, depreciation and
amortization). These steps were to help TPI to improve on its liquidity. Cash generated
from sales of non-core assets were partly used to repay debts and partly used to
finance on-going profitable operations.

The reorganization by Effective Planners did not succeed as the company still
had problems regarding liquidity, increase of debts, high ratio of debt to equity and not
being able to achieve operating at full production capacities. ~ Moreover, its financial
ratio was not really improved the real ability of company because it was a mere change
of accounting and financial information.

However, when comparing TPI's gross profit with the industrial average, it was
found that TP! is still competitive and could still succeed. With market situation
improving in recent months and the setting up of a new corporate reorganization plan,

TP1 still has a good chance of resurrecting.
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